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Fourth Kerala Legislative Assembly 

Bill No. 203 


THE KERALA CASHEW FACTORIES (ACQUISITION ) 

BILL , 1974 

A 

BILL 
to provide for the acquisition , in the public interest , of certain Cashew Factories . 


Preamble . — WHEREAS it is expedient, in the public interest, to 
acquire certain cashew factories to prevent large scale unemployment 
among the workers in the cashew industry and to provide employment to 
the workers who have been rendered unemployed and to secure to them 
just conditions of service; 

BE it enacted in the Twenty fifth Year of the Republic of India as 
follows: 


1. Short title, extent and commencement.- (1 ) This Act may be called the 
Kerala Cashew Factories (Acquisition ) Act, 1974 . 

(2 ) It extends to the whole of the State of Kerala. 
(3 ) It shall come into force at once. 
2. Definitions.-- In this Act, unless the contest otherwise requires, 

( a ) " appointed day means the date of publication of the declara 
tion under sub -section ( 1 ) of section 3 ; 

( b ) " Cashew factory " means a factory as defined in the factories 
Act, wherein processing of cashewnuts is being carried on and includes the 
factory building , the site thereof, and the buildings and lands appurtenant 
thereto used or necessary for , or in connection with , the working of the 
iactory ; 

(c ) " Corporation" means the Kerala State Cashew Development 
Corporation Limited , incorporated under the Companies Act, 1956 
( Central Act I of 1956 ); 

( d ) “ Factories Act” means the Factories Act, 1948 (Central Act 
63 of 1948 ); 

(e) " Occupier" means an occupier as defined in the Factories Act; 
(f) “ Prescribed " means prescribed by rulesmade under this Act; 

(g ) Processing" , with reference to cashewnuts , includes extraction 
of cashewnut oil and roasting , shelling , peeling, grading and gtreating of 
cashewnuts. 
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3. Order of acquisition.- (1) The Government may, if they are 
satisfied 

(a ) that the occupier of a cashew factory does not conform to the 
provisions of law relating to safety, conditions of service or fixation and 
payment of wages to the workers of the factory ; or 

(b ) that raw cashewnuts allotted to a cashew factory by the Cashew 
Corporation of India are not being processed in the factory to which allot 
ment has been made or that such nuts are being transferred to any other 
cashew factory; or 

(c) that there has been large scale unemployment, other than by 
way of lay off or retrenchment, of the workers of a cashew factory, by 
order published in the Gazette, declare that that cashew factory shall stand 
transferred to, and vest in , the Government: 

Provided that before making a declaration under this sub -section in 
respect of a cashew factory , the Government shall give the occupier of the 
factory and the owner of the factory , where he is not the occupier, a notice 
of their intention to take action under this sub-section and the grounds 
therefor and consider the objections that may be preferred in pursuance of 
such notice . 

Explanation. For the purposes of this sub -section , the expressions 
“ lay off " and " retrenchment" shall have themeanings respectively assigned 
to them in the Industrial Disputes Act, 1947 (Central Act 14 of 1947). 

(2 ) The notice referred to in the proviso to sub -section (1) shall also 
be published in two newspapers published in the State of Kerala , and such 
publication shall be deemed to be sufficient notice to the occupier, to the 
owner where he is not the occupier, and to all other persons interested in 
the cashew factory . 

( 3 ) On the making of a declaration under sub -section (1) , the 
cashew factory to which the declaration relates, together with all machinery , 
other accessories and other movable properties as were immediately before 
the appointed day in the ownership, possession , power or control of the 
occupier in relation to the factory and all books of accounts, registers and 
other documents relating thereto shall stand transferred to, and vest in , the 
Government. 

4. General effect of vesting under section 3. - All property vesting in the 
Government under section 3 shall, by force of such vesting, be freed and 
discharged from any trusts, obligations,mortgages , charges, lien and other 
encumbrances affecting it , and any attachment, injunction or any decree 
or order of court restricting the use of such property in any manner shall be 
deemed to have been withdrawn . 

5. Inventory of properties.- (1) An Officer authorised by the Govern 
ment in this behalf shall, after the service of the notice under the proviso to 
sub- section ( 1 ) of section 3 or the publication of that notice under 
sub-section (2) of that section and before the publication of the declaration 
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under the said sub -section (1) , prepare a complete inventory of all the 
properties of the cashew factory to which the notice relates, as on the date 
ofservice of the said notice or the date of publication of that notice , as the 
case may be. 

( 2) The Officer referred to in sub -section (1 ) shall, for the purpose 
of preparing the inventory , have the power to enter the premises of the 
cashew factory and to require the occupier or any person employed therein 
to furnish such information as he deems necessary . 

(3 ) Any person who is required to furnish any information under 
sub -section (2 ) shall be bound to furnish such information as is within his 
knowledge . 

6. Property and assets not to be damaged or removed after service of 
notice. - After the service of the notice under the proviso to sub - section 
( 1) of section 3 , or the publication of that notice under sub -section ( 2 ) 
of that section , the occupier or any other person shall not commit any act 
which will diminish the value of the properties and assets of the cashew 
factory to which the notice relates or remove any such property or asset 
from the premises of the factory . 

7. Duty to deliver possession of property acquired and documents relating 
thereto.- ( 1) Where any property has vested in the Government under this 
Act , every person in whose possession or custody or under whose control the 
property may be, shall deliver the property to the Government forthwith . 

(2 ) The Government may take or cause to be taken all necessary 
steps for securing possession of the properties which have vested in the 
Government under this Act and, for this purpose, the Government may use 
such force as they deem necessary . 

8. Power of Government to direct vesting of cashew factory in the Corpo 
ration .- ( 1) Notwithstanding anything contained in section 3, the Govern 
ment may , by order in writing, direct that a cashew factory veste i in them 
under this Act shall, instead of continuing to vest in the Government, vest in 
the Corporation with effect from such date (not being a date earlier than 
the appointed day) asmay be specified in the order. 

(2) Where an order vesting a cashew factory in the Corporation is 
made under sub -section (i) , all the rights, liabilities and obligations of the 
Government in relation to such factory shall, on and from the date of such 
vesting, be deemed to have become the rights, liabilities and obligations 
respectively of the Corporation . 

9. Payment of amount.- ( 1) The occupier of every cashew factory which 
is acquired under this Act shall be paid by the Government an amount 
which shall be determined in accordance with the principles specified in the 
Schedule: 

Provided that where the occupier is not, the owner of the cashew 
factory , such owner shall be entitled to such portion of the amount as may 
be, determined by the District Court under sub-section (5 ) . 


(2) The amount payable under sub - section (1) shall be determined 
by the District Collector within a period of three months from the appointed 
day. 

(3 ) Where there is dispute as to the amount determined by the 
District Collector , or where there are more persons than one claiming to be 
entitled to the amount, the District Collector shall refer thematter for the 
determination of the District Court within whose jurisdiction the cashew 
factory is situate. 

(4) A reference under sub-section (3) shall be in such form , shall 
contain such particulars and shall be accompanied by such documents , as 
may be prescribed . 

(5 ) On receipt of a reference under sub-section (3), the District Court 
shall, after such inquiry as it deems necessary, pass an order determining 
the amount payable under sub -section (1) or apportioning the amount 
among the persons entitled thereto . 

(6) Every secured debt due from the owner or occupier of a cashew 
factory vested in the Government or the Corporation under this Act shall 
have priority over all other debts and shall be paid in accordance with the 
rights and interests of the secured creditors. 

(7) The amount determined in accordance with the foregoing provi 
sions shall be paid to the person or persons entitled thereto in cash within a 
period of six months from the date of such determination : 

Provided that if the amount is not paid within the period aforesaid , the 
Government shall pay interest on the amount at the rate of four per cent 
per annum from the date of expiry of the said period . 

10. Employment of certain employees to continue:-(1). Every person who 
is a workman wi hin the meaning of the Industrial Disputes Act, 1947 
(Central Act 14 of 1947), and has been , immediately before the appointed 
day , in the employment of a cashew facıory vested under this Act in the 
Government or the Corporation , as the case may be, shall become, on and 
from the appointed day , an employee of the Government, or, as the case 
may be, of the Corporation and shall hold office or service in the cashew 
fa tory on the same terms and conditions and with the same rights to 
pension , gratutity and other matters as would have been admissible to him 
if such cashew factory had not been transferred to , and vested in , the 
Gove nment or the Corporation , as the case may be, and continue to do so 
unless and untill his employment in such cashew factory is duly terminated 
or until his remuneration , terms and conditions of employment are duly 
altered, by the Goverı ment or the Corporation , as the case niay be . 

(2 ) The Government or the Corporation , as the case may be, in 
which a cashew factory has vested under this Act, may employ, on mutually 
acceptable termsand conditions, any person who is not a workman within 
the meaning of the Industrial Disputes Act, 1947 (Central Act 14 of 1947) 
and who has been , immediately before the appointed day, in the employment 
of such cashew factory and on such employment the said person shall become 
an employee of the Government or the Coi poration , as the case may be . 


5 


(3 ) Save as otherwise provided in sub-sections (1 ) and (2) , the 
services of every person who is , on the appointed day , an employee of a 
cashew factory vested in the Government or the Corporation under this Act 
shall stand terminated on and from such date as may be specified by the 
Government. 

(4 ) Where, under the terms of any contract of service or otherwise 
any person whose service becomes terminated , or whose service becomes 
transferred to the Govern..ent or the Corporation by reason of the provisions 
of this Act, is entitled to any payment by way of gratuity or retirement 
benefit or for any leave not availed of or any other benefits , such person may 
enforce his claim against the occupier of the cashew factory but not against 
the Government or the Corporation . 

11. Provident fund :-(1 ) Where a cashew factory has established a 
provident fund for the benefit of its employees, the moneys relatable to the 
employees, whose services have become transferred , by or under this Act, 
to the Government or the Corporation , shall, out of the moneys standing, 
on the appointed day, to the credit of such provident fund , stand transferred 
to , and vest in , the Government or the Corporation , as the 

ase may be. 
( 2 ) The moneys which stand (transferred , under sub-section ( 1) to 
the Government or the Corporation shall be dealt with by the Government 
or the Corporation , as the case may be, in such manner 

as may be 
prescribed . 

12. Superannuation welfare and other funds - Where a superannuation , 
welfare or other fund has been established for the benefit of the employees 
wiose services stand transferred to the Government or the Corporation 
under this Act, the cashew factory , by which such employees were employed , 
shall distribute the amount due to each such employee as if the employee 
had superannuated , or his services with the cashew factory had terminated , 
on the day immediately proceding such date as may be specified by the 
Government in this behalf. 

13. Penalties - ( 1) Any person who 
(a ) fails to furnish any information which he is bound to furnish 

under sub -section ( 3) of section 5 or furnishes any such 
information which he knows or has reason to believe to be 

false; or 
(b) contravenes the provisions of section 6 ; or 
(c) having in his possession , custody or control any property forming 

partof a cashew factory in respect of which a déclaration 
under section 3 has been made, wrongfully withholds such 

property from the Government; or 
(d ) wrongfully obtains possession of any property forming part of a 

cashew factory which has wested in the Government under 

this Act, 
shall be punishable with imprisonment for a term which may extend to 
ole year, or with fine, or with both : 
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Provided that the court trying any offence under clause (c) or clause 
( d ) may , at the time of convicting the accused person , order him to deliver 
up within a time to be fixed by the court any property wrongfully withheld 
or obtained . 

(2 ) No court shall take congnizance of an offence punishable under 
this section excepit with the previous sanction of the Government or an 
officer authorised by the Government in this behalf. 

14. Offencesby companies.- ( 1) Where an offence under this Act has 
been committed by a company, every person who at the time the offence 
was committed was in charge of, and was responsible to , the company for 
the conduct ofthe business of the company, as well as the company, shall be 
deemed t) be guilty of the offence and shall be liable to be proceeded against 
and punished accordingly : 

Provided that nothing contained in this sub-section shall render any 
such person liable to any punishment, if he proves that the offence was 
commited without his knowledge or that he had exercised all due diligence 
to prevent the commission of such offence . 

(2 ) Notwithstanding anything contained in sub -section (1) where 
any offence under this Act has been committed by a company and it is 
proved that the offence has been committed with the consent or connivance 
of, or is attributable to any neglect on the part of, any director, manager , 
secretary or oti er officer of the company , such director , manager,secretary 
or other officer shall be deemed to be guilty of that offence and shall be 
liable to be proceeded against and punished accordingly . 
Explanation. For the purposes of this section. 

(a ) " company" means ar.y body corporate and includes a firm or 
other association of individuals ; and 

(b) " director" in relation to a firm , "means a partner in the firm . 

15 . Protection of action taken in good faith .- (1) No suit , prosecution 
or other legal proceeding shall lie against the Government or the Corpo 
ration or any officer or other employee of the Government or the Corpo 
ration for anything which is in good faith done or intended to be done 
under this Act. 

(2 ) No suit or other legal proceeding shall lie against the Govern 
ment or the Corporation or any office or other employee of the G vern 
ment or the Corporation for any damage caused or likely to be caused by 
anything which is in good faith done or intended to be done under this 
Act . 

16 . Power to make rules.- (1) The Government may, by notification 
in the Gazette, make rules to carry out the provisions of this Act. 

(2 ) Every rule made under this Act shall be laid , as soon asmay be 
after it is made, before the Legislative Assembly while it is in session for a 
total period of fourteen days which may be comprised in one session or in 
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two successive sessions and if , before the expiry of the session in which it 
is so laid or the session immediately following, the Legislative Assembly 
makes any modification in the rule or decides that the rule should not be 
made, the rule shall thereafter have effect only in such modified form or be 
of no effect, as the case may be , so however that any such modification or 
annulment shall be without prejudice to the validity of anything previously 
done under that rule . 

17. Refeal and saving .- (1) The Kerala Cashew Factories (Acquisi 
tion ) Ordinance, 1974 (8 of 1974 ), is hereby repealed . 

(2 ) Notwithstanding such repeal, anything done or any action taken 
under the said Ordinance shall be deemed to have been done or taken under 
this Act as if this Act had commenced on the 28th day of June, 1974 . 


THE SCHEDULE 


( See Section 9 ) 


Principles for determining amount payable for acquisition of cashew 
factories. 


Paragraph 1 
Che amount to be paid by the Government for the acquisition of a 
cashew factory shall be the sum total of the value of the properties and 
assets of the factory existing on the appointed day , calculated in accordance 
with the provisions of paragraph II. 


Paragraph II 
(a ) (i) In respect of any land which was part of the factory at the 
time of establishment of the factory , the value of such land at the time of 
establishment of the factory; 

(ii ) In respect of any land acquired by the owner or occupier for 
the purposes of the factory subsequent to the establishment of the factory, 
the value of such land at the time of such acquisition ; 

(b ) The cost of any buildings at the time of cons ruction minus deprecia 
tion at the rate of 5 per cent per annum subject to a maximum of 50 per 
cent depreciation ; 

(c) The actual cost of acquiring any plant, machinery or other equip 
ment which has not been worked used and the written down value 
(determined in accordance with the provisions of the Income-tax Act, 1961) 
of any other plant, machinery or other equipment, provided that such 
written down va ue shall not be less than 25 per cent of the actual cost of 
acquiring such plant,machinery or other equipment. 
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STATEMENT OF OBJECTS AND REASONS 


The major portion of the raw cashewnuts for the use of the cashew 
factories in the State is being allotted to the factories by the Cashew 
Corporation of India from out of the nuts imported from other countries . 
While alloting raw cashew nuts, the Cashew Corporation of India is 
also imposing certain conditions as to the disposal of the nuts and also 
as regards the observance of the provisions of the Factories Act and the 
Labour Laws. It has been brought to the notice of the Government 
that some of the cashew factories are acting in violation of the conditions 
imposed by the Cashew Corporation of India . In many cases the raw 
cashewnuts allotted by the Cashew Corporation of India are being 
taken out of the State for processing in cashew factories outside the State 
with theresult that large number of workers are rendered unemployed . 
In several cases the labour laws are being violated by non -payment of 
minimum wages and denial of other benefits to the workers. 


2 . According to the Import Trade Control Policy of the Government 
of India for April, 1974 to March , 1975 , a cashew factory which violates 
the conditions imposed by the Cashew Corporation of India is not entitled 
to the allotment of raw cashew nuts. The Cashew Corporation of India has 
agreed to this Government that once the allotment to a Cashew factory is 
cancelled for violation of the conditions, the raw nuts earmarked for that 
factory would be allotted to this 

Government. The workers rendered 
unemployed due to the cancellation of the allotment can be employed 
only if there is provision enabling the Government to acquire the cashew 
factory. Since there is no law un der which the cashew factories could 
be acquired it was considered necessary to enact 

a law for the purpose. 
Since the Legislative Assembly was not in session and the enactment of 
such a law could not wait till the re-assembly of the Legislature, the 
Kerala Cashew Factories (Acquisition ) Ordinance, 1974 , was promulgated 
by the Governor on the 28th June, 1974. The Bill seeks to replace the 
Ordinance by an Act of the Legislature. 


FINANCIAL MEMORANDUM 


Clause 9 of the Bill provides for he 

payment of an amou for the 
acquisition of each Cashew Factory . It is estimated that on an average 
a sum ofRs. 3 lakhswill have to be paid as compensation to each cashew 
factory . It is not possible to say exactly as to how many factories may 
hav : to be taken over , because this will depend upon the fact as to how 
many of them will violate the conditions of allotment gof raw nuts etc. A 
sum of Rs. 6 ) lakhs may b : required as non -recurring expenditure on this 
account, since it inay be reasonably expected that the number of factories 
which violate the law may not be more than 20 , 
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MEMORANDUM REGARDING DELEGATED LEGISLATION 

Clause 16 of the Bill seeks to empower the Government to make 
rules to carry out the purpose of the proposed legislation . The 
matters in respect of which rules may be made relate inter alia to 
the procedure to be followed by the Government in acquiring the 
cashew factories and the procedure to be followed for the payment 
of compensation to the occupiers and owners of the cashew factories. 

The matters in respect of which rules may be made are matters 
of procedure or detail or of an administrative character necessary 
for the successful implementation of the proposed legislation . 
Further , the rules, after they are made , are subject to the scrutiny 
of the Legislative Assembly. The delegation of Legislative power 
is thus of a normal character 


T. V. THOMAS 
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